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Pound horewith ia rart III of our report on tne JQverne
of Earylend, It Lrs te Ao ~ih e ~Mponl, secountin-., oyl Mle

j“ ¥ng protlems of the state, oni discusses qusstions of poliey, orgen=
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SEfgition, snd procodure with regard to énch of theae subjects.
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In the follouwin- dlscusaion two e of mrolilems ara
| S0t 1N, tho Plest lmg Lo 0 LdWl Slasnedsl pldcy, und the second

‘ - Whth questicns of finsncial end muditing contrel. The polioy questions
4B goree within the 250ld @f finance {n the limtted sense of the term and ree
| ato to such metters ss Lorrowing poliey, the retirevent of devt, the

’ providian of adeguete curwesnt cosh balsnces, and the perixdiie Prepera-

: tion of cleer and earplete siatecents of ths finenels] nlans of tho ede
;hanmum. They do Dot however, te¥e up juestions of texrtion and

gRI v

In the discussion of the second ~rous o0f r~uaationa,wtieh
. &re roforred to Uy the comerel term "problars o conizol”, 4Nc problers

¥ the t»ergire are disoussod with portiocular yeforence to the —olaticom

B R e T TP AN tnigtyntive 8fEnlea AP Sha
Y Wts conerwlly end to tho systens of acsoumting, suditing, end sdringis-
ki ,;' tive supervision requited in the hamdling of the uaincss tr-asactfons
.f the utatc.l Tus soin¢ of viow sasurmod {8 that of tie rea.cssibdle sde

“ligtrative offieer rether tran of 2%a 2irel” ascor~Pln~ A®Alan.  maa

R etters of finnnoisl control are left to apoeimlists in rtmnci_nl
Jeb o0lra and not trestad as interral perts Of the monerel prodblen of mane
: atnts It hes tean the aim, tharefore, tn doeslins with the problers
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' state meete public expenditures throu: Wwanllisz, frar
tho Lxworo of portiaiiy apd felly selfesicortin: xiblle aservicos and
entirrlogd, Ipum Jommtime onl pants, o terporepily by “o~rine, A
O i w0 DOTLEL 007 Wad iU dtuls OF SUGTS Cinonce rust e-brace a atudy
of 211 oF thease sources. ikre adequney of the reoturm 2rer: ecceh source,
the rclotion axistin: bet-es= roverues and yrobabile sxpenditures, tho
syatima OF tax edrministrctiun ond rovomse colisetian, eni the saxvinoss
of the borrowing poliay, cre Mmiscontsl Jinamee protlisnc.e o e
nancln: Lnvolves rot oaly the sesurisg of aioquate fncarw, mt, 1n ade
diticn, the monsgecent of fumds in sueh a vy that eaah balanoces are
Reint ined Lo oot all needs.

VLGP B Aklgel &y .80 sho revemms anxd oxpcxditure Probe
‘: - loms 6 tha state are “roirht nn "oy remtes -2 MIONL Ll de cad
- Steps are tolmn to lay out & fimanstal Progra for the ensain~ rertod,
Wi In sto 1toas . “ob: revenne and ezpendltare requircronts sho. '3 be fule
W anzlyed, The mdret should comatitute a 220n1y defined on! oo
§: PMoto olnn for finonein: the ~overmental setivities 510,050 for the
smin- seried; 1t should Bo axact In the {nCoremtion gt sresentss end
1t Seaa QW the finsneicl rollcy 02 thw a%to tc bde sound,

in tho sueesoding ferogeegha tho followin~ asyocta of




the finence ::odlem are diseussed: (o) to: "roine volicy, {b) econoy in
the intenence o cash balances, o (c) tio audpet ss tre atato-ent
of tre Jinarcinl slan,
O cumprohecalve study 67 such guosticns weg inclnded n
Rion vleh thls re.ort 13 Loged,
laws Lrincs to ht o vert sertioun deloc”
' “ib.eze (e adrirfatrotion of the
tax avaten Uy the Tox Commisafon dosorve °8 speeind] rocomlitlun Tor tes
friclenes.

Berics o Jefects 0f the Zorromins Polley:

he borrovinc power q? tho smte'ia 1imited Yy Section
34 ef - rticle III of the utate Constitutions The previsiona of ttis
socticn include one stotin-~ that "ug dabt ahall o horeafter coniracted
by Lo “enerm} '8267bly unless suck “c3t 37l be suthorized w ¢
providin: forr the collestion ol an eamun} tox or tares safficlont te ey
e interest on such dest as 1t fella due, and also to ¢iscrarve tho

%:' Prinelinl ileree® «r+34n Pifeen paa SiGn Lhe timm of cont ractin~ the

ﬁw. “nd the tazes laid for this purpose stall not 56 repenled or a.e

1 Plled to >ny pther o jeet until the aald dedt ard interest thereon s'all}

, el dlachar~ea",

’., rnotber provisica of the sero Jection - & r-its bo.rowins
ﬂthou* lovrins o tox 1n two coses: {1) en rocunt sot excoodin- 00,000

¢ borrowed to meot torporary Seficiencicas in the Lrerury, and

¥i--40) Aeftg to ams -olnas A7 we contractod for the defence of the .tato.
1o constitutionsl liriteticns {nsure that preelgion
8 tmde for debt recde=ption - trat tia erelft ¢f ko a'ple r111
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git.. - Segvei osLuT L 7 owoa Jomstlniticne  Lbo 220 ol doerlsl ondis
wtiomal teulirerents il Lo

wdnadl lateged oo

13 »ilevedt, oxcycT, that Lo o 1Y ¥ tha stets
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v esreful planning elithor tte aocesalty Jor Lorre.ias
esn Le ortirely e cved oOr ths ancunt of borrewin- sroctly reducod.
lorce (wiiic oommcization is soldem justified in is wlns tonds Jor rel-
atizely wll woris.e The atate can plon detler Lo mect ecch srell neod

o8 Lt -rises then Lo moat o ditttory ohnreea Con wedoTitlion OF delt

. whiol in tie &; Yogate iy Hecome axtrerely urie aane. Very lorre
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i a8l then in suck lerge sivjocts tiat bond funis are req.ired.

,;:5-! si>11itics for Coonory in the Yeintenence of iamal: .slonceal

1he prosent tresoury spaten ties up mch 1: rgor erxounts

to conduasd the Mslinesas of T e stotg.
sume Ao teld b dencrtranta for vordian ronaonte  wglliretins of-
Told treir peon’tstg in desst-ental Neol agsenmig (n sorwe 20008
the “croy 13 re.; dred Tor o trontal oxpe dltures. .ol nees

O roat lo.mitoemtal scscanis cre suimad over o dhe lressury only et




m" {io end of the yenr and, uxisr the laus ocnoeraing o few offices, they
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_ sre never turned overs Uthor collocting offices ruke dopoeits in the
w mt.my or quartarly. larges special funds inoluding rovolve
_,;,:_ ing funis end others are held by the departnents without the sash being
> sede svallable for tressury uses, Departrents having spegisl funds of
ovn generslly draw upon their peneml fund sppropristions as lomg
J""’ possible 80 a8 to per—it Mmildins up thetir om workin~ emritely enly
> vhen the tressury apsropristions are exhsusted 1s 1t necessary for thes
#: ¢o sxpend larve esums from their own ineoms,
Tho neoessisy for changes in the present tressury aystem
BP1n order to obtain adequate financial eantrol is canstdered in the fol-
v cu-usmsm 1t 1s to be noted hare that the present systen has iz no
(Joopect besn planned to alrplify the preblen of reintaining edequate
'"nmuebmt tying up unnesessarily largs smowmts of money snd

& ¢

thm Any staps whish oan be taken to reduce the
Iisount of cash yequired to sarry em the treasections of the state wild
’_.‘,numtummw-ammnqm The eash
- & oon be used $0 reduse the debt of the etats er for any other

E. The tresswsy system snd the finemeisl plsmning at budget
lae should yecognise the sssh problem bHoth from the point of view of
Feventing treasmry deficits and from the point of view of econcmy in

'.”-,

Mget 28 the Steterent of the Finaneial Flani
, The Conatitution of the state provides that the Governoe
1) subnit to the Oenerel Assosbly & budget for each ¢ the two ensue




’,‘..;5 £43¢al years.

“peeh et snell centnin a cawleote plom of prorose
expenditures ond eatinntod reversies for ths poitloulsy fisosl
yerr to wiich 1t rolatos) ond arcll siow the estismtod ausciln
or IoTizdl ol revenucs e tha ond oY 3ugh year.e AeccmuenTin-s
esel Sul Tt anell Lo & atstencnt srosing: {1} the rewvenwocs ol
guomiliures Sor gach o2 the 2w Jiscel yeors next Frecedlin g
(2) the current asssts, 1izdilities, rescrveas, -l gue.liuns op
26licit o7 the alale: (52 the debts amd funss of the state; (4)
an estizate of the state's Cfinasels] comditicn 88 02 tho bevine
oins o end o7 ench of the fiscel roors covored LY tho two
tudrets abowe provided; {3) mny or-iom 1w el lgTormom Loy
docire Lo mke a8 to trhe imuortsni feotures of o ¥ oot and
LoF Sussostiln as o mutieds {Op the roduction or inureszues of
toe stote's rovewe,®

“be Gonarel sssembiy sball rot smend the cul-gt 541l
gc 3 €0 affect 2itrer the oblisstions 6° the Biste GrACr  ¢oe
tion 34 of Artiels IIf of the Conctituticn comeercing {ncur-
rence o Gebt, or the provisions roda by the lows of the sinte
for tie establiishment wid mointenanced of o aystem of puslie
ackdCls, or the peyment of eny selzarics recoired to be poid o
the stete of Enrylemd by the Comsitution thorect) and tho Lone
el fasembly ey emond the =411 D7 {norecatar on diriniahine
oo ltorg ihezeln mlating to tre Jezerel Assendbly nod U7 ine
ero-ain: the 1tems therein relstins to the Judiotary, tut ox-
cept 08 bervindbefors specificd; mey not slter the sold bill exe
ccpt to etrike cut or reduse Ltomp thopolrn, srovided, “oTovor,
that the salary or compernsation of any public officer shgll
£ot Do decreaczed durimy kis term of offiso) ond aueh 241) when
ead as pngsed by toth liousos shell be 68 lsw {—medictely vithe
occt furthor aoticm Dy the Oovertore®

The Lovernor and such yepsesentatives of Lhe exccue
Uve depariments, bourds, officers, and cowiacsicns of tho siate
axzending or spplyins for state's romoy, as tave Loes cesiohst-
04 2y the Oovernor for this purocse, sholl bave the rizbt, end
hen moctnotad by either Fouse of the keoligintuve, 1¢ avp 1 wp
their duty o aprear and be heerd with raspect to any udpot
bi1) Aurdn; the egnsilorsticnm ilorecS, ex ‘o anguoy ingaeirics
+ relative trhereto.® -

Tee posers ©f the Denerel 230embly to ori-ingts o rglrie

80 'Bi11a 1 sddition to the ludgel are not resoved Lut the following

'-"‘litatiom 6re medo.
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PRUE NS OF CUdIROL

o
3

.| ghe preperliog of reseords of cesh, revenues and acccunta rscoivsblo. eguipe

In 1ta simplest ssrects financlsl control involvas mwerely

1 pent, anc Sther easets, verifying claims sgainst the state, and other

é ;4‘,°°unging sorz of s slnilar nature. ihen the term is sprlied in its

* proader meaning, financial ccnatrol is understood to be cne of the =ost

Q {mportant forms snd means of sdminlstrstive direction,

-~ iIn largs orgsnizati-ng, and perticularly ia public bodies,
' ;3 .v.ry sdminiatrative problem is more or less intimately comnected with
% ;& she spending of money. In order tO insure thet the work whick is intend-
.d is done otractively and that the dictstes ot soonomy sre cbserwed,

offective ex'eﬂdituro oontrol 1s necsseary. 111 fineacisl -laczing must

be bssed ¢n contenplated exrenditures and must, therefors, revolve about

g ootimeting and budget making. suthorizetion of iters of sorx to be done
-lt include expend!ture suthorizstions. Study of the results of sork
il Mast include considerstion of costs.

]

\ The res cosibilities of financlal control may be divided
hto two groupss:
| ' (1) 7Those pertaining to the sork of the administrator;
' (2)

Those pertaining to the work of the sccountants sné suditors.
’ IThe administrstor slone 1s responszible ror dutles cornected
Q ths direction of the work of the org‘ani;st.icn zhich inclule the £4-
?ﬂltl planning, the suthorization of expenditures, ths arrrovel of
l,‘“ll. the review of exrense and coat date, end ths proper care of equip~

At and other objects of velus. The higher sdministretor acting through



 ;‘51. financial end accounting officers is responsible slgo for the ascoocunt-

’133 snd esuditing worik nececgasry to secure needed i-formation end to en-
|

gorce the &yitem of control, Thg finencl!el nnd acsounting officers direct
; »

i routine wcrk of bocikesring, preparing sccounting statsments, and

!tho

| the like, snd in sddition should furnish technicsl sdvice as to methods.

| on accounting officer's cutles as chlef of the staff hardling the reoutine

i ',.cord-xaaping %ork, are, or should be, 1f the procedure ig fully devel-

;oped, relatively simrle. Eias dutles as an expert sdvisor, hovwever, offer

oprortunitias Ior cinstructive survice of the most important xind.

‘2:rniua1 of reasent ¥Yeansg of Control:

in ccmmon wiih the grest majority of rublie bodies, the
State of ¥arylend hea not developed the tschaique of central msnezewa=t

in any mar«ed dogres. Iach depertrent and institution has in large

messure besn relied upcn to cerry co its own effsirs in the menner estob-

lished by the traditions of the organization unit i question. There

LR L ISR r . ved e 0w o
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N gydortaxlng. he central authorities have not been encouraged tc intere

fore with deparcmentsl affairs or 4o 3tudy Sre ;riblems of ceatral slrece
Fat ‘im.

i

! ‘ Up L@ PN Lize Lhal @ SUlgel Jyaten sus adcpted the uovere

14 DT %8s 1ot required to give his atzention to the financisl needs of the

s e~ s e SO

eﬂllniatratian. le was, in fact, in no asnge 1o the position of & respon-

\;q!}blo chief of a lsrge working organizecion. Hominally he was designsted

”tho directing official, but his actusl functions were limited both by

ﬂ 9" laws defining the administrative organization and by the abasnce of

Q :‘“!‘ll fineneclal esntrol.
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In adoselng s budgst system the gtate tock an important
‘tgp tozard sseuring adsguate central flnoanolal eintrel. The relation
.xiauiug betzeen the icvernor and sach admizliatretior w¥ho aecursd fusnds
throu“h the bu*vet waz i-—ediital; changede It became necesssary for

|
. gne decartments te recognize the of ice o7 Jovarnor as an elcment in

| gtate management.
“4th the ~dc-ti:a of & tudget ayitem, howevar, the old

syotem of decentrslizetion waa not ia cne move replacsd by a new one
?.d‘pt&d tc the ceeds of central direction. ¥ost Of thz festures of the
l.;a plsn wsre not changed: to & considersbls dasree ths old ides of di-
.vidod responsibility remeined; the importance of a tight eontrol over
ginancisl affairs wes only pertislly recognized; centrsl agencles to
garry ci ths work incidantel to cantral mapnazeresnt wver. 2t Crislod; asd
many of the instruments and procedurea of the 0ld fiscel system rerained
tntact. In the following sube-sections the moat s:zrious defects iz the
present syatem of tressury oontrol are indigsted,

h%y Incoxplstensas of the Fressnt Central Tressury Syster:

The most algnificent festurs of the cld systex= xhiech bas not besn affected

by tho sdortion of the budgst syatem 1s vhat may be termed the decentral-

1sed trasmsury. 5n exsminaticn 22 <he =rcklem Tonu

She necessity for e strongly centralized tressury system. All publie
Wney should be immediastely turned ovsr and secounted for to the tressury.

Maburserents should be zals in all but a few e¢xceptionel casea by prsacne

tetion of aprroved claims Cireetly to the treasury. Certain preparastory

eps ore necossary to maike such a syatem worksble, but when once well

"“blilhoh. it 18 the aimglest and most prectical. Experience of rublie
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s‘ilﬂd private bodies hes demonstruted beyond gquestion that the moat effco-
5 ""o ecrtrol a3 well as mout 2conomiosal mensgement of the treasury ls to
. e seoured by siving the esntral officisls irmediate contset with, end

] ‘. share 1a effectiag, all financial transsctions.

4% the present time most of the financial trsngactions of
the state are controlled by depsrtmental officials under no direct super-
:vuion. Depertments snd izstitutions mainteln benk eocounts iato which

| povenues are depcsited and from which payments of individual olaims sre
&ude. ‘rouats lue the etste are Luwrned over mcatuly, warwerl,, or
’muny. Amounts approrriated for the depsriment or inatitution are
paid by chesk of the State Treasurer as eslled for, gensrally monthly,

Individual olaizs are not ez & rule Paid from the treasury, | ?

Certain lsrge clasces Of income are at no time deposited I
{n the trezcury but are collected and disbursed by the depurtments withe
out ths trassury having any part in tho metter. Theee ¢lasses of income !
sre shown in the second and third coluxms of the tabulation pressnted as i

mut A. Other funds pass through the treesury snd are turned over

A o L von A
PN SpO———

oo Ao -,

i
1 %0 the departments for srecifie purposes, but the ¢laims for ahich the !i i
| Woney 1s dludursed from the tressury ere not generslly recuirsd to be 4

Pregontes S5 sk Tompirzllor end 2o provialon 1z made for sxuniaalicn

s e

e 3 cie-ser e
ot @ pmn . e

& 1:“ the suthority for the expenditures or proof of sotual payment.

————

-~

Undsr this s7stem the (rnfluence of the traasury over the

‘Wnagement of sach department 's f1scal affairs i3 very limited.
e

—
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The present systex for controlling receipts end dlsbursee
in the Comptroller'’s and Trec:zurer's of’ices is suitable for a

R i e e

aly volum.o of work. It is = system which within its seope mny be termed ‘lr"
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sgafe”s it furcishes procf that reeeipts sent to the Iressurer heve
estuslly been dososited in the treasury snd that ¥ithdrawals have been

gsde cnly £3r -ublie Jurpcsss Or O rsclenlzh departrmental funds. Ihe

o L e W

‘oborsct&rij.‘u: 5» the B7otem Jzcigned £ make 1% *gefe”, howevsr,

aprly cnl7 ¢ the fipancisl trsasactions 1in which the tressury tekes a

psrte <o far as xonay ir the trzsaury is ccncermed, five signatures

| geTvo 885 ~rotectisn, two by the Comptroller, ons b7 the Comptroller's

i.nief eleri, Jra by the Comptroller's budget accountant, send cno by

the Treasursr. In other words es far a3 the thousands of dollers of
roveTud 2:¢0144%3 made to state officers other than the Treasurer srs
eonCos Lkl bag LPSASUTY aFalen IOW furnishes no control. The scheme of
ssnding » receizt from the Ireasurer to the dcpbeitor wos psrhaps orig-
{nelly rlanned ik the ides that 1l ~ubliz receipnts would dbe 30 con-
trolled, but it no: applies to relatively few.

Tiih pegard to distursemerts, the pressnt system in xost
ssses affords poaitive proof only that the money, if it psases through
the trecaury at all, leaves 1t upomn deparimental reguisition.

ieainesecs of the Centrel Ascounting System: The defects

in the vtookksering system of the central fiscal offices are of two kirds:

Pirst, the present procedurs is adapted to the prescnt
trencur; syatom dcsCrited sbove and, therefore, is not suitable for hand-
Ung large voluwes of work, If en sttempt is mecde to provide grester
Wntrallzation sithcut oroviding for wers sxryaliticus aecounting procad=-
WY, the bookiescin: would be unculy costly and it 1a not improbable that
e purbay 2f d:xlays would serve to discredit the new plans.

“eccnd, the present books do not produce currently the
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inggrmatian which 8 modzrn sistem of zovormmental accouats shauld farnishe.
¢his t~#-yrmaticn includes the follswing:

~-formation with regord s the relaticre betssen the

smcunts of spsropriaticnsg and eontizgsai oolilgniliinsg on the cnd
hand and resourcee svellabls for mesting theas on the other.

Information with rezard t0 2ll asasts and liabilitles

of the state and the net difference between live asgeta and
11sn311tiea, 1.6. the net dobt,

information with regard to expenditures and revenues

chorzsable to opersifon (a3 comtroated with dlabursementa snd
receirts)and the difference between these, 1.4. tho incresse
or decrease in net debt during the period.

So long a3 the tressury does 10t surrently racelve sither
the cssk or inforxation with r:gard to large amounts of oash, the centrsl
dooks csnnot be complets., In sddition to changsea neceadsary to mage the
records complate, the rrssont lsdzers and srrangement of socounts must
e reviged to maxe 1t possibls to obtaixn the 1aformation referred to
bove.

feakness of the Present sudit Praczice as & Mesns of

mforeinz- Control: *here it is necsssary for s jpublle or private busi-

#88 tc meintaln sub-agsccies whioh both receive and disburee publie
snles, a rigid system of current control is ¢ifficult to maintein., It
Q00Mes neceaasry often to adopt sa inspection system snd to provids
oF Sereful 1scal eudit at frequent interveis. Under present conditions
here aro grest nunbers of state offices which both receive and disburce
Wliec menies and the nacesaity for sxtexzsive suditing snd inspectionsl
@k 13 great.

It 18 prcvided under oxisting lays that many cfficen ghall

} examingd sath yeer by the State iuditor sand hia aszistants. Other

S ot SUMY © i st bt F 2O AW
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itt erould be dirsctsd by the Comrtroller. It should, as regards expen- L%
diturcs, compel adherence to all regulstions and the production of all Q%
needed ;roofs by reguiring that the suditor Ds satisfied DefOore any fi

4 ' ¢laim ta paid. &i
»

v -

L L Defecta in Poliey of Handling Colleetions of Public Punds:

| qne Stete iuditar ls not rovided with ths staff he requires to west

f_& s limited both on scoount of his lac« of sutaority snd oecauws: the i”

| matters ha dsals nith ars elossd snd of historie interest only. Ee cen~
b4 42 any chenges in peet sotions -hich are not bsdly in error. Re can
.f Wdeh sre not thoss involving sbsoluts freud or numeriocsl migocaloulations.

11 !?! Collscting officers of the stste now make deposits with the Treasurer,

es are to be sxamined when the Board of Publioc Wworks so directs.

ertic

1p actusl preciice, slthough the requiremsnts of ths lew ere lenieut, B

"11 reuirezents of the law ecorpletaly, f

50 long as thert sre offices whose finencial affairs sre H |

{n & Deasure inderendent of treesury superviasion {and clmoat slways in

!
!
1323), 2 1e7) udil 15 neocessary. )8 o ;L

~ A

the €3~ I ssllzeulng APz
presont conditisns are o eomtimue a eonsidersble inorsase in auditing

on the other hand the eanditlions which exist mow 28 re-
gards troasury supervision should not remain, and with e change in the
tresgury system, the charscter of the sudit work should de changed. ]

| the sudit should be related definitely to the acheme of treasury ccntrol.

Under present conditions the influence of the suditor

3 -

- 5 AL
——

| %0t fully compel sdherence to a system of ocontrol., Ee san sscure fow

¢ NMave 1ittle to do with the moat importent sourcss of govermmental loee,

R R i
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at such times aa -rovided by law cr by sgrzement. Some offlcers deros~
{t mcothly, others quarterly, gtil)l othera arnually, and somo R&ver.
ghe treasury officials draw 8 rece!vicg warrsnt for each dapogil and gand
s COPY of this to the collector as e receipt.
Corporstion taxes 2re dilled by ths Cormrtroller and are
p‘ga directly to ths Tressurer, the receipt being aent %o the corcoraticn.
Paynents of licsnse foes =re controlled by stationery
{gsusd TO colilactors by the Comptroller sad reguired to be accounted for.
ihe defects 0F the preseat systex wxith regerd to nearly
ell eollections not made to the freszurer directly include the following:

(1) The tressury cash is not maintained at ss high s level
oo 1a posaible owing to the length of tire required for moneys to
resch the Ireasgurer. '

{2) Ihe custody of unnecessarily large smounis of cegh is laft
with collseting officlals.

(3) The collection of largs amcunts of money 1s not sub jeat to
current tresasury supervision.

Incosplete Central C-ntrol of Pronerty: The books of the

Somptroller's office do not show the properties of the stats, In not
lnsluding properties as spaets of the sizts, the Comptroller's cffice 13
lieved to be following the best zovirnmectal socounting practice but
the ce¢nirsl books, should however, show projerties io a set of reeords
Neingainec ruraly in ths interezts of proferty cantrole 4 orrsful dls-
Mneticn {s mede in secounting between articles which sill de consumed
b! use within s short period snd srtioles which have a relativaly per-

mnont value. Articles of the firat class omn be treated es values owned

b’ the stats orly so lonz as they sre held in stores. irticles of the

latter class should remsin under control during use arnd until condemmad




49-,’ proper authority.

The ownership of rroperty should not be regerded as o
‘.p,rtncntal or 1natitutional metter. 7The usge of property should be
surervised by a pronerty officer res onsible to the stets, and respon-
gsbility for the custody and care of property should be pi-oed throuzh
she sursrvision exsreised by téouuury officials.

Failure to Place Resconsibility for Authorizations of

z;gggdituros: Under present conditions curreat control of expenditures

. | 48 purely & depertmental respcnasibility. The influence of the tresaury
| or chief executive doss mot sxtend even to seeing that high standerds
are observed in esch depsrtment., It is believed that one of the first
responsidilitiss of the tressury should bs to see that in evsry stste
offiocs and institution the expenditure procedure 18 defined by written
regulations ensuring thst in prectice ss we:l as in theory the resron~
#ible head exercises control over all expenditure asuthorizstions. Regu-
lations should provide slso thet certein olesses of expenditures muist

% spproved by the Governor or his representstives.

o)

Limited oeentrsl cheok of deparimentsl methods of suthore

i-:}*'inc sxpenditures is furnished by the present audit, The audito= whtla
i

R, | *Xs=ining voushers of e department oan see thet officisls regarded by
Ef¥‘50 department sa responaible expending officlels have epproved all
Cain,, This cheox, however, does not havs the influencs over deceorte
Ly Wental mansgement that should be sxercised. It 1s based largely upon
';“.‘h‘ iccertance and eaforcemsnt of the de-eartment's omn system, It Zoes
f; Bot eabrace means of taking effective ection to reredy wesknesses dis-

5
ﬁfw.l°“d~ It doee not permit s distinction being made betvesn the orige-




{ral authaorizatice of the sxzenditure axd the approval of an ostablished
claizn. I does not provide any central aprrovil bafore expenditures are
| madee

: 4+t the precsat tims wids diffaraznces of =sthod cf control
over authorizsticna of expenditure exist throughout thn'st-ta aéminigtra-
tlcz s 2% unesmion b fisd little emphasia -laced upon the con-

. grol ccming Lefore the issusance of Srders and irncurrence of obligations.

Indefiniteness of esnoraibility for Arnpowal 37 71:1:m8:

0 the re3=cnaidbilitiss of srrroving claimsg, l.2. tO pasalng upon
youchers, more sttention 13 now civen than to.ths lacurrince $f ooliga~
tionsg. It 19 fenerally ~ravidsd that the reoyonaible edministrative hoed

i of €ocn datertment must pads uson ell olaims,.

The charsster of the scrutiny given eleins, howsver, is

. 20t delined and congequently may bo of limited scope., In fact the expere
; Sence of -ublic edminigtruticng with regnrd to rlsoing reg - onglbility

for claimes has been that complete sttenticn to all espedsts of an sxpen~

| Giture cen be sssured only by requiring s complete adninistrative certi-

| ficate to the effect that each essentisl re uirement has been met. IThe
umber of rsquirements may be greet. Por sxamnle, far each jurshas:z, no
. Mtter haw unimportant, the funds of the atata should not be drawn upon
until a11 of the following facts have Deen eetablished:

Thet thers ia money available.

That the sppropristion and expenditure sccounts charged
are applicadble to the gonersl rurncse.

That ths method of incurring th: obligation wes in sccord-
ance with laws, orders, and reguleticng,




That the method of purchasing (requesting bids, drswing

contraects, etc.) waas 1in sccordence with lrws, orders, and rasgue
lations,

Ihat sarticles or servicss ¢f the guantity, «ind, and
quality atipulated have been recetived,

Thet the recei;t of srtioles or services is scanovledged
by the suthoritiea im charge of expending the eppropriaticn,

That the orioe is foir,.

Thet extensions snd edditi:-ns are ecovrraet.

That the claim has not rrevisusly bezn naid,
A camplete certificate snd other mesns to asaure sdecuste

attention to and placing responsidility for each feature of an expenditure

sre undoubtedly urgent needs in the administrstion of the State of Yary-
lend.

Failure to Fecognise the Importence of Expenditure and Cost
Aseounting and Rogortig‘a The ccntrsl financial officials now secure

fow or no snalytical expenditure reports from departments snd institu-

$lons, and no systemstic procedure for the review of expenditure dats igs

"latvcdueod in the acheme for centrsl supervision of departmental affsirs,

In ths large departments and institutions expenditure scocunting has

‘iboon §iven verying smounts of sttentiom. In very few instences are
j | Statements prepared which adeguatsly meest the needs.

‘ .

T?Dolliblo unit cost ecccunting, is fundsmentsl to economy snd effigiency

A soientifie gyatem of expense socount ing, and wvhere

1! 1n almost a11 types of largs arganizations. Through the msdium of proper-

é;!! clagsifisd oxpense acoounts information may be suvoured as to the

°"ffootiumu of work being done and as to sources of weste. These facts
®ould have a g§rost influsnoe over methods employed, personnsl entrusted

f{"‘h Fesponsibilities, end administrative dec!aions of all k'nds. 3here

i




| po sxpense data are prepared for the administracors, »m ths other hard,
shors is s strcng tendency to nsglect the resvcngibilities for egonomy

| 48 expenditure,

Thers are ordinarily two com:srisons brought out by ex-
. | ponse and cost sccounting:

{1) Comparisons Dstween similsr orgsnizsticns, especislly
share unit ocosts =re obtialnacls;

(2) Compariscas of the coat of the sams =sorx in Aifferent
Jearse.

Changss 1la costl briag forcefully to the sttention of the
Lor any faets which 4t is {mrortant Lo note; whers the eoats
rise, the matter should be investigated; th‘ro.the sosts decreasse, the
| method of securing the reductions should be looked into. Compsarisons

2 T

between like units maks 1t nogsibls t> 3ive thse individusl who is cone

. fuoting his work in the most effective msnner full oredit, snd they wmsics

iponciblc 8 system of ocompetitive performance whereby the better men in

-~

T

|ih. SsTvice are setting m pace for the luast sctive and are indicating
lhnt iv is ;ossidle o schieve. Also they may be smrloyed to show the
;| difference in effectivensss of tso entirely distinet methods of conducte

- v r———-
gy s T

e

1 ing simidar Plecea of work. The information svailabls and the ugse mede
of 11 shouid oce regarded as cme of the most important interests both of
@l Abe accounting offieers and of the administrative officers.

LI

The means of securing significant ex-enss end cost date

-1 &% generally not fully apparent % thout & cercful study of each indive
i, 3 18us) ;riblem, The typlosl stote hosrital mey be taken as an example.

%
z

"?7 limited informstional walue sttaches to irdividuel figmres showing

& e total cost of running such en institution. Comparisons betwsen months
1
m

‘Js‘
M

bR
R




&.
hs

|g831 sometimes be of intersst but if the number of patiexts varias and
she ingtitution maintains e farm, varistions between months will be

expected and a dirvct delinile comtarison 1s impcssible. Exoluaive of
fars @xpensas, unit coets per patient-mcnth may be of considerable ine

gerest. These, howsver, msy be distorted by inclugion of figures not

elosely rslated to esre of patients or by nurchsaing in bulk not specisl-
’1, provided for by the syatem of ecsounting.

j Comparisons betwsen costs of diffsrent institutiong ds-

j pend upon similarity of ths work or units of work for shich the figures
are prepared. The unit eosta of subaistence including service can be
sompsred. The unit ecets of cleaning bulldings cen be compared. Costs
of sdministration may de roughly compereble st leest in their ratice to
totala. Comts of reeorde-geozing lneluding bookkseping may be redueibdle

%0 & basis for comparison. Care of petients in genersl is a comparsble
!tlo- of cost if ths flgures ere rroperly prepared. 7Total 00ats or the
ysotul congumption of individual commcditlies, however, eannot geanerslly
b oconpared or roduaed to any fair unit a3 the scversl inatitutions of

| the state differ in more or less soszential respects as regsrds what

¥ | work is done.

| io addition to iho need Lo 6xpendlture ... _iue cuCoidikie~
f‘ﬁ il( in en institution, adequate sscaunting for revenuss snd ex-enditures
:%':f farms end other fully snd rartislly self sup-rorting undertaigings

; ,§Ould be noted as special needs.

rartmental and .netitutiosal ..eccunting: The nroblauns

&a

u " decurtrental ecocunting should be sonsidered from the brond point of

&;"" 9f the adminlstrator sc resronsible for departmental managewent.

£«

-~




their solutism shculd, tiererors, nNavs resrd 2enselallr 1o ths wroblems
of X7 HiQitur: and oowt analiysis which sre the big problems of scoounting
for ¢very orgeanizstlon. In addition eareful considersticn must be given

. g0 eontrol over the suthorizations of exvenditures snd spproval of elaime,
gor control over stores and property on hand, for sootrel of stores
{gsuce, for comrleteness of records, for methods of eurrently nrowving

1 i;n. sccurscy of records, for elimination of ncedless bockikeering work,etc.
| In the Staste of Maryland some rropxrezs hes been mads by
f_g.no “bake ARAILOYr toward tn: {nginllalion of wdsquate DoOXueeDling [ro-

| sedure. However, s number 37 cfrficce and 1"St’t*€1’ 3 nave 20Y rRIorted
%iha methods rut forward by this officfal and tbe freprovement of aystems

' icuployod in many others has not been taiten up,

' In depsrtmentl end institutions hsving revised acoounting

; : | procedures, thess srs bssed upon the present relati nship betwsen the

}{; ;trensury and departments and do not provids for the chenges in systema of
a;Q}_'lontrol which it is precticeble to taks up in connection with the strengthe-
43R  ening of tr:saury supervision.

. §omrent on the snslysis of “xpendlturcs in ihe Zudget:

-

It wreu g e avaE pve Sge Uyl Lo sile WwETl SUl0L8d UL TLUE
1 !hn roredy of many of the wosxnsecaes Of the present aystem °f financial
féAidudniatraticn is derendent uron the widening of the influenee of the
g:f!*‘tlury. In turoing to0 the subject of control through the budgest it

)| 18 to be noted thet the budget le:zislation hes been besed on the recog-
J”‘“‘ian of the importent »lece that the treesury and the scheme of finen-
:;:ff‘l sdministrstion should have in the sxecutive direction of the affsirs




| J8i8 of the requiresments of each unit,

i of the state,

T 4 '
.. e

5 malsr fsoturso shiv exrenditupe sche uleg of the
parylard budget reserble thoge of budgets recently estedblished {5 a

pumber of imerican states and municicelities. The turmary €lsszifloation

of expenditures emnloyed, an important detn!) often overlooked, 1s log-

ieal and consize, though POossidly not as fully descriptive of tho asrvices

of the zinls sovermment ag mighu ce cbtained, Under sach hesd of the
{

eumsiar J, exrendliur:a sre olsssified by “purgose”, (.e. by organizetion

unit in the muin with coeasimme) gubitwigt-pa s#orling L2 fusncilon op

| subsidiary purpose. Under each heeld of the "rurpose eless!ficetion®
(1. the designetion of organizetion unit or funetion for which the
money is aprropristed), ixpondituroc are sub-uivided
; psture of the sz

accoprding to the
srvices and conmroditica which may be boucght, {.e. sccorde
| ing to the "neture of expenditures® suthorised.

i
! sxpenditures secording to purpose® and
' sub=-diviaion nceordin: to Tascura® :

This divigton of

3 o mode of eclaseificstion of sXpen-
Icitures whiek wmeets try nesly o8 o

;‘Fﬂlo The "rurpose® heads serve to indieate tho charscter of the work

| for whieh money is eassed.

cntrol sad ¢:rforms to ~t2czted stand-

the "nature” hesds serve to eomrel plenning
| and study of the needs of the wori: A nveuld fuens o

. - .
AR woewNY L L
L . Wow s USRS -

) Although the form of expenditure staterants {n the vresent

- 4

1‘!Pr070mcnts can and should be made.

bndaot rescsmbles clocely thet of other modern state dbudgsats, decided
Imrrovements in one direction

Woulq be towsard wore acmplete sxpenditure analysis, certieularily by

:“Ort!ng in the dudget sup-orting schedulea showing the costs of srecifio
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Eﬁgi71°"d on the problems of the budget snd responsible for the perfeotion
tqf;‘ the budiet gystem. There is no ore who Fepresents the perticulsr ine-
b gerests end requiremente of budget maxing. Zhe budget is prepared 1in
the executive offloce by th: ouployes Of thet office with incidentsl age
| gistance from other sources. Yo one has it ez hig primagy function to

‘ study in detall the sdequacy of the estimstes and reports of the deperte

.| aants 5s moans of enalysing sx-enllture nesds. Yo regular procedure for

directly sbservinz: the nresdsz or organization unlts 18 in sffect.

J_"lgoommcndanians eith regard To Control:

‘ it 1s recorrended thst the problex of fine-oial oontrol
;?,.. sttacsed through the following wesns:

kg 2

1. The rescjustment of the tresaury system to provide
treasury eontrol over all finaneisl trangactions of the state,
for the deeping of all rublie funda in the tressury, end for
the payment of clalms by presentstion of theae directly to the
trescury,

2. The improvemenat of the cantral bookkeeping snd account
1a; system.

3. The divelopmsnt 02 mors thorough~going snd effective
Eeans of audit iacluding complete sudit of il claims before pey~
ment,

4. The sdoption of the polisy of rsquiring ell gesh ree
ceipts to be Irredintely varmne2 sesr -1 o trseaury and of Lpoe
Viding curreat centrsl eongrol over all collecting offices.,

Be The sdoption of agcounting means of property econtrol,

8. Ihe preperation of written rexulationg defining and
1miting the rowers of state officers to suthorige sxpend! tures
and laying down expenditure procedure both ea regards festures
Spplicable to ths rhole service and as regards special protlems
of individusl depertrents,

7. The adortion of e« stenderd expenditure voucher sarry-
ing a cam;lete certificate to be oigned by the sxponding offio-
181 of each depariment defore a olaim may be pald, end the a-
dopticn of a correaronding ocertificate for pe yrolls,
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e form 0F operating secoont De inelnded showlns lnceme onl opw
senditure cormpared.,

7« ihet lists of pooitions in ¢the norsonsl scrvice serodules
ba Lrolmn into groups acocording t0 subordincte orgnoisstion units
or funeticms so thnt the charssiar o7 i Sropnlaallcn wy be
cieariy sat forth.

b Tho Betabligtmont of & Phdeet Offten:  In tic followlng
f"teetim dealing with finsnce orgn-listionm, the propoas) 4c gatalligh o

klﬂeﬁ: wEri0e 4z ocmsidared In 1fa elotion to otler Swoosed corncizee

; Vo wd

‘:,»ﬂ
% tic::x chanzess It 18 belicvs? 2hat for tle Prescnt twe o dores shondd be

ared for the burcan of udret ond Imastirvtions aferoed £6 therain,

Qﬁ of these employes sxci}2 be o budget secretary =r” the ¢ilon o qanle
g o0 fovernmental sgeountent,




THY PINANCE ORGANIZATION

In finsnoe orgsnisstion two groups of sotivities should
be rocogni:ad; the first incxndiné sotivitiss involved in the finenaial
,?.m-et:om thet are srrangsd for and carrizd sut es « nart of the
,p.raum of the businessj and the seoond including the independent re-
B | view snd sudit of the affsirs of officials responsible for such financial

| grenssctionss The audit should campel the enforcement of laws, regula-
; fi sicns and executive orders sud should ensure the maintenance of sdequate
b | ggoouating standords,
*

It bes oome to be generslly sccepted as the canlécmu of
3 !”h orities thet independsnt orgsnizstiom units should be set up to taks
E | sars of thess two sides of finanalsl edministration, mansgewent of fine
| unoe and acoounting on the one hand snd mudit eontrol om the other. The
L | first of these shculd be under the genmaral diractizn o7 the sxsoutlve,
;Jbe organizstion desling with the enforcerent of laws and rogulations

a A4 cheexing the work of the other group should have & messure of inde~
_ | pondence,

. . In some orgenizetions ’ third group of s0dt'vities is

ot out n distinet, visi~ the custedy of the funds of the organization.
) ysors ago the custody of funds was the only independent frctor
dognized, ths modern idea of sudit not having been devsloped., To=day
% 18 senerslly considsred that the custedy of funds is s very almple
Mtter. The full develorment of sn audit procedurs and the crestion

9 an indepondent reviswing snd suditing office constitutes s suffi~
Slant gusrantes of the integrity of the tressursr and ot the same

ine makes possible a thorough and valusble control of the financial

s




' gperaticus of the organlzation,

The highest develorment of the independent govermmental
suditing office 1s seon 1n the Aritish system of govermment and 1n the
systoms Of the Eritish dominions. In these ocuntriss the suditor holda

e positicn which is ssid to be half way between the executive and legla~
‘Jstive brenches.

| Under s plan proposed f£or the United States Government
' _‘ and ineorporuted in the Budget bills recently passed by the Houses of
.| CO0GT 833 &u lodependeas Guditing office is to be created. Thia office
amd "The General Aocounting Office® i to nan acaounting funetions
asecoisted with the rroblems of sudit, fthe nttention of the public has
| been cealered on the budiget provisions of the sot rassed by Congress
and not uron the provislicons reepecting finanolal organisation although
fne latter probebly are of egqusl practicel importance.

&

- Finercial powers and dutles related to exesutive dirscticn
Mbcodly should be exeroised through the medium of s centrsl depart-

i ent of finence, the chief of whisch should be respinsible to the chief
Wlucntivo.

711 finsnclal sotivities oxsept those of review and audit

a } should be supervised b; this department. The resscn for eonsolldat ing
ﬂnlnciul sffairs is simply Shat the effectiveness of s single organize-

) ﬂm unit under the lesdership of e sompetent director is grester than

hat of separste branches sarrying on parts of the work inderendently,

funetions logieally pertaining to the finones or treagury
Pﬁnmt respcnsible to the Governor sre:

(1) EReeping the central books of ths government.,

{2) PReceiving, safogusrding, and disbursing rublie funds.
(3) GSupervising the collesticn of revenus.

,g {4) Assist!ng the executive in oxercising superviasion over




tho exrenditure of rublic moneys.

{8) Assisting the executive in the worik of preparing the
estimates snd the budget,

{8) Central purohssing and store-keeping.
There ia no departmesnt of the govermment :hieh should

*. directly represent and earry out the powers of the governocr az the

4 };mame o tressusy deparimeante In every SouUSLlY aod state whers the
okl

pxscutive 1s given the responsidilities and powers which he should
have ¥iih rogerd to financlal meé3ers ho has the sasistance oF A ehiaf
inencisl officer.
The funetions of the independent:finsncisl derartment
| gl office may be referrid to sa those of the euditor genseral, By keepe
Ang seocunting records for purposes of control and by reviewing the
aglmmiu aflairs of iheo steste, this office should be a0le to snforoe
She provisions of apprarr istion sets and finencinl lsgialation e well
A the rules and orders of executive officers snd the standerds of
ﬂnmcial séninistration intendsd to be obsarved throughout the service,
&a influence of ths office should extend to a1l depertments. The
t}tt't g,uarentaa triat 81l finencial affelirs sre prorerly mansged by
Governor and el branches of thre szrvics should b. that LVery act
‘Telated to rublic monies or proserty must be passed or at inst re-orted
Rpor by the office of the suditor general or domptr.ller,
- One of the irportant functions of the inderendent audite
*nd ocntrolling office should be to eriticise and offer comatructive
estions with regerd to methods of finanelsl sdministretion. Critie

4, ineluding references to specifio errcrs acd irrsgularities and




govsisnta 0D goneral weaunesses in system, should sonstiiute an important
"" of the antusl report to the Coverror snd legisleture.

ike extent to ahich the auditing department mey seep the
state's socounta, 13 often s matter of 1ittle lmportance. Tho keering
|of certsin summery snd detelled records belongs logically to the
, E,,euan of independent control. Jhere the independsnt finencial office
g, been given wider accounting rospongibllity eand keeps detalled age
;mnt.ina records whioh ars nocessary bui sre not atrictly e part of its
';mclgel work, thare 1s generelly no reason siy swesping changes need

J 5| Do nade.

Certain eolasses of dceiliann to bo made by the executive
jnncn in ccanection with finanelel matters ars or such importance that
: ” is not uncommon for states to enast legislation providing for an sxeo-
’ é;ivo courell esxgisting of the governor and other state officialg, in-

-

|eluding the independent suditor gensrsl or comptrolier, and frequerntly

’g;;o ioe hding representatives of the leglislisturs. ailthough the erestion
1 { such bodies cannot be defended insofsr as they sre sdnminiatrative in
wu}cter. it 1s undoubtedly trus that respcnaibility for discrestionary
Ption of & quasi-legislstive nature msy often be rroperly pleced with &
| Bon of individuals rether than with the shief executive slone.

raisel of "resent Pinance Organisation:
The ecntrclling officers snd bodies now deslinz with the

Olunl firencial end suditing probleme of the “tate of Harylsnd sre the




Ths Governor

The Etats Comptroller
The Treasurer

The Boerd of rublis Yorks
The State Tex Commisaion
The Purehasi Buresu
The ftate suditor

The Governar as ochisf exsecutive of the ct‘ue may be

~orabicn especially those oo épecifionlly ossigned to the sttention

scme other offieial, Section 18 of Artiele II of the Constitution

4

evides that the OGsvermor ahell twies s year "exar'ns under oath the
asurer and Comptroller of the State on all patters pertaining to
heir reapective officea and inspect and revisw their dank end ather

The extensive powers given to the Governor under the
sestiocu of the Comstitution dealing with the budgst have been referred

The Constitution provides that the Comptroller "shall
k'yo genersl - superintendence of the fiscsl affairs of the State", and
§ specifically sssigns to him many duties connectéd with revemus colles-
on, the settlement of slaims, the control of disbursements from the
Masury, the prescribing of forms of scoounts, the sdministretion of the

, 5tai'e. debt, evo. although the Comptroller is independent of the Governmor

 Constitution does not indicate & sleer line of demsrcetion betwsen
Tesponaibilitiss of the chief executive and those of the Comptroller,
forn of finmes orgamizetion as set forth in the Constitution evident-
J folloes the esrlyprineiple of "check-and-balsnce® snd d!1vided respron-
, ulty dsveloped with tho idea of preventing the usurpetion of improper
SOROT Ly rather than with the 1des o £ sseuring a strong central orgsni-

A




=
gﬁ;

L',.tian snd ths placing of respirsibility. Ia ectual practics the 56300
of the authority of the Comptrollay cennot b2 asld to De g0 wide as
¢het izplied by the terms ®caneral superintendence of fiscal affairs”
Q,.a in the Conatitution. The Comptroller's office rssecbles, in facsg,
gn indspendent accounting end controlling office sush ;a that described

' gbovee Ihe Cou.irciier ia electes &y popular vote.

Ihe ITressursr's cuties are those which ths nsxe of the

L

|
|
teftica ixplies, vis; the receiving and depcsiting of state funda, the

"r1z256 of ¢hacks upcn the state's scoount, the aigning of evidences
ér state indebtedness, ths keeping of certain scscunta, etc. In actual
practical importencs the office of Treszurer 18 rot sdegustely described
{ by referesnce to the specific dutles assigned to it, It 1a recognized
thas thse Lécumbent ¢ Ths offige stould be a xman whose advice on £inanoial
Allttars will bu of materisl vslus to the state. The Tresaurer's respon-
gllbilitiss #ith regard to borrowing sre grest.s Zhe Iressurer ia elscted
by the 1eg£alatufe.
> The Board of Public Vorks rossesses under varicus statutes
Agaponnidcruile smount of suthority with regsrd to financial adminiatration,.
™he State Auditor mmat vepert to the Bored of Peblic ibrks, it 13 cvice
#8381y 1atenced that the Board shall take actisn to gorrect irrsgular
Prectices and vioclations cf law rnported.by the Stats Auditor. The Soard
Of fublic Toris is suthorized to dirsot officea end instituticns to

8dopt speciried xethoda of conducting thelr affsirs, and of keeping thelr
%ooks and agccountae It seerms to hold generel financial fowers of a

Q‘tlioleaislative nagure.
B~

.. bt - v -~
8oomint Lol fag e 43ems oF tha state. Its dutiss are in the maln

The State Tax Commission hag genersl supervision of the

2
ﬁ:'tiﬁtt from these of tine otaer financial officials. It controls ihe




!'a"‘ of a gtaff which surervises 10cal 2sdcsztants and mmkes easosements
| o eorporsticn propertys It scts in a cuasi-judiclal espaciiy to deoide
tex questions erpealed from local officisls. Ihe three Tax Comclssicners
gre sprcointed by ths Governor, ‘

The furckasisg Bursau is requirsd to direet th2 work
.of contrel purenazing snd to preseribe the rulss end ragulstions under
shioh ezt irates of rsquirerecta shall be prepsred and requisitions upom
th; rurchasiag sgent made. The Eursau must alao preascribe rules and
regulations governing methods of purchases end determing and lsy down
standurds for suppliss purchased. The Buresu consists of o largs mumber
of stats afficers, ranvessntins iha varlcud srzanizatlon walis of tne
stats recudivrins gun-~1ics,.

The State .ﬁzidimr. apcointed by the Zcard of Public ¥oriks,
¢coduets annual exerinstions of the sccounts of the stats and county
offices s= provided by low, aad of such other state derartrents and
ingtitutisns g directad by the Cam?troller or ths Zoard of rublic ¥Worxs.
Iz g0 fsr es his time permits, he s expected tO 28218t in the ingtalle
stion and ctandsrdizaticn of depertmental acoounting aystems,

“.a #ordlng of tine Comavitavion imrllss ths sxiglence of
l' Treasury Depsrtwent, e:onsisting of the Comptroller and the Treasurer.
A8 & wattor of faot, the work of the Troasurer's Office and that of
the Co"*troner's Jfrics sre clossly agsoclated, tui thers 1s no such
Wity as to justify refsrence to the c-rbired offices sa a single decert-
ot 1n the ordinary semse of the word.

The prineipel dgfscta in the prasent organigation for

Hrargia1 sdmintstrstion sre the following:




(1) ihere is no official of the ststs now regognized as
veing responsible to the Governor for the sdvioce and saslatande
needsd on all problems of finence end finaneial esntrol., It
1g believed that edeguate study of all problems of finance snd
the develorment of 8 system of finsnciael sdminristration meeting
the reguirements of csatrslized adrinistrsticn 18 slmogt i{mpossidle
80 long as the Jdovsrzor 1s not sssisted by s full ti{me general
fizaneial official,

(2) There is no offiee reepcnsidls for control and enforce-
ment of the budget and estimsting syste= snd for gecuring the
informaticn needed to compile the budget and review the sstizstes
of denartwents.

(3) The independent sccounting and suditing office under the
Comptrolier is not given the complete powera and suthority to
direct all work of review and sudit needed to rermit the dsvelop=
mant of its full influence and usefulness.,

The sbove organization defecta mey be aonsidered to sdvan-
tage lo connection with the sroblem of ruiting into affset lmproved f4iaan~-
eial methods. PFew projossls for extensive changes csn be put into sffect
without the cooperstion of states officers wyhose positions insure their
spprecistion of the needs and thelr actlve support of the work, 1The
Governor's interests should be represented by en officer who will taie
W the probiem of finanoial sdministration ss an slement in sxscutive

irecticn. The specifie problems of the budgst should be ssaigned to

ome ons thorsuchly familisr with budgst zroblems and represcntlag tre
tnencial sdwinistration in this fleld, sudit cuestiona should be given
e attertion of en afficer responsidble for the whole field of independent
Yeview and comtrole The carrection of the three orgsnizstion defects

Samerated ebove are nocesaary to permit all financial problems taien up

h thiz repart to be dealt with sdequately.

ndations with regard to Pinsnee Orgsnization:

To sorrsct the Jafscts in the prassnt organization for

arata) gdministration the follawiag changes are needed:




(1) Proviaion should be made %0 permit the Governmor's
intercsts in financisl sdministrstion t¢ be reprasented by e
full tims offlelnl who ghall have charge ¢f all centrsl fiscal
offairs involved in the sxssutive direetion of the state's
business.

(2) The funotions and duties of the several agoneles and
officials at present consernsd with mstters pertsining to finsn-
eial) administration should be placed under this offieer.

(3) This offieisl should be given genersl charge of the
work of departmsnts snd institutions in s0 far as scoounting
and finanoial policies and methods are ooncerned.

{(¢) A bureau should de ssteblished under this official
to take care Of work eonnevted with the preparstion of the
budget, the revies of dspartmentsl estimates, the sentrel cone
trol) of eaxrenditurea in ths iaterssis of Lhe <Xgdutive, and

the effecting of improvements in departmental orgsnisstion snd
prosedure.

(6) The office of Stats Auditor should be plsced undsr the
Comptroller and the organisstiocn of the Comptroller's office
plauned with a view to sscuring a surrent audit so far ss rossible

under the treasury system employed.

2ith & view to effscting thess changes the following
lons are made:

(1) That there be ereatsd by ststute s department of finsnce
or treasury departmsnt to exercise all exscutive funetiong of
ssntral finaneisl administration, thst is, all funotions oxoept
mr independent sudit snd oontrol. This depsrtment should

]

A buresn of budget snd investigstions,

A buresu of treasury snd scacunts, (after smending
the ecnatitution)

A& buresu of taxstion,

A buresu of purchase and suprly.

(R) That the ehief of this department be the Director of
Flnance of the Etate, sn offielal eompensated for full time
%ork and appointed by the Covernor.

(3) That steps be tesen to secure an amendment to the
Conatitution of the State rspesling sll gecti-ng describing the
dtles of the State Tressursr and substituting secticns providing
for s Director of Finsnce (vho ahall et as Trossurer) sppointed
by the Govarnor.
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(4) That the Comptrollier's orrlce 03 recognired es the
i1ndependent suditing and accounting office, the score of the
gork of the offige being in ao respeat limited eag comparad
gith the work i1t/now does and the duties of the office bel

broedened by a statute giving the office the work of the pgoant

{6) Thet steps be trisn to securs an smendwment to the
Congt . tution to remove the limits placed upon the Comptroller's
§ salery and growide thst the Comstroller be tcleoted by the
18  aGenersl Assembly.

| Rase asvistons | | ‘ \

' w’: ding the time that it is possihle to make all Changes
! ; i 4

» orgsnisstion; mémnded and at as eorly a ds}e as powsible, the

f ;
The office should embrace sn sceounts division snd an

A e e

aff to bgoaaﬁ nbol’\ buresu of budget and 1nvcatigs:ic~ns a§mld te T"roe E
'.fl;_dcd Lo sori émdn-}thc directicn of the Bosrdfor Mublie v»qrh on the

f

‘fnstallation of cms regommendsd in the foregeing peges. The number

<Af employes zz‘mpcm‘ev for this staff is two, one s budget sacretery asnd

3 other o 5merme§pu1 secountant. The titles ref:r to the sreoial

A

‘fesponsibilities of the positions. .
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